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Christine Joyce

From: Lauren Rosenzweig [lsr57@comcast.net]

Sent: Thursday, November 18, 2010 2:28 PM

To: Board of Selectmen

Subject: Fwd: An idea

FYI--this waspartofthediscussionatALG this morning. XuanKong will beputting togethera slide
presentationto presentit to the local schoolcommitteetonight. OnDecember2 theRegionalSchool
Committeemeets,andonly theycanvote to changetheRegionalAssessment.I wantedourBoardto
seethethoughtprocessprior to it beingpresentedto theschoolstonight. We,theBOS,will discussit
on Mondaynight.

Lauren

Beginforwardedmessage:

Beginforwardedmessage:

From: Lauren Rosenzweig <Isr57@comcast.net>

Date: November 17, 2010 11:21 :07 PM EST
To: Mary Ann Ashton <MABAshton@aol.com>
Subject: An idea

Hi Mary Ann,

I re-readyournarrativeof theWaterfall,which wascreatedto addressany
deviationof estimatedChapter70 and theactualamountwereceived.We
startedwith a deltaof $1.2million--700+300,000is alreadyappropriatedand
accountedfor. This leaves+1- 200,000left. Yourcalculationsshowthis to be
288,000,whichI will roundto 290,000.

Basedon thetypicalsplit, thetown shareis $87,000,andtheschoolshareis
$203,000.

An “easy” logicalremedyis to lower theschoolregionalassessmentto reach
thatamount(the203,00)andthetown meetthe$87,000. If wecan
acccomplishthis amountwithin therecapthatwouldbeaplus. If not, the
loweringoftheregionalassessmentmayhaveto coverup to thefull amount.

Doesthatmakesense?

Lauren

11/19/2010
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Christine Joyce

From: Lauren Rosenzweig [1sr57@ comcast.net}

Sent: Wednesday, November 17, 2010 10:51 PM

To: Board of Selectmen

Subject: Fwd: Waterfall sheet

FYI--FordiscussionMondaynight.

Beginforwardedmessage:

From: MABAshton @aol.com
Date: November 5, 2010 3:25:31 PM EDT
To: lsr57@comcast.net
Subject: Waterfall sheet

Here you go...

Here’s my description of the waterfall - what it was intended to do, and how it’s been implemented
so far.. .as well as the sheet that I put together in Septemberto explain. I think the bottom part of
the sheet needs to be updated to account for taking the Ed Jobs, and ARRA grants out of the
equation, and to account for the money freed up by the Region reducing the assessment as well as
a more precise number on the shortfall for FY11 local receipts.

Let me know if you have questions.
Mary Ann

When we began to project state aid last year, we assumed that state aid for
Chapter 70 would be 10 percent less than it had been the previous year. (This is
also where we’re starting with projecting state aid for THIS next budget year, so
it’s relevant to how we are to proceed.) When Governor Patrick announced his
budget at the same level of Chapter 70 in January, people started trying to plan
for various contingencies. Bill Mullin suggested the Waterfall as a way to cope
with the uncertainty. If state aid was more than the 10 percent cut from the
Governor’s budget that we were expecting, there would be a plan about how to
proceed. The local SC agreed to support the concept, and the BOS and Fincom
did as well. In fact, when budgets were passed Chapter 70 was 4 percent less
than the Governor’s budget, so there was approximately $1.2 million “in the
waterfall.” As shown on the attached sheet, which has been shared with the SC,
BOS, and ALG, the first two steps were undertaken in the budgets that went to
Town Meeting: $300K to take care of the APS debt so this year’s budget would not
be burdened with this, and $700K split 70/30 between schools and town, so cuts
would not have to be enacted. This money, along with a $96K share from the
town budget, allowed the school committee to avoid $1 million of personnel cuts
right before Town Meeting.

11/19/2010
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January 27,
2010ALG

Assumption
FY10Cherry FY11 - FY11 Cherry FY11 - FY11 - Final
Sheet- per Reduce10% Sheet- Est Reduce 5% VotedState

______________________ ALG 11/16/09 from FY10 from Gov H2 from H2 Budget
r~ataasnsni~
Ch70 $ 5,123,578 $ 5,480,709 $ 5,206,674 $ 5,160,527
SFSFStimulus, Ed Jobs
Subtotal Ed Aid $ 5,123,578 $ 5,480,709 $ 5,206,674 $ 5,160,527
All else* $ 1,409,578 $ 1,423,382 $ 1,352,213 $ 1,357,506
Subtotal $ 6,533,156 $ 6,904,091 $ 6,558,886 $ 6,518,033
Less Assossments $ (225,654) $ (239,102) $ (239,102) $ (221,208)
NetCherrySheet $ 6,270,313 $ 5,643,282 $ 6,664,989 $ 6,319,784 $ 6,296,825

~
Regional Revenue $ 5,733,300 $ 5,159,970 $ 6,806,843 $ 5,772,074 $ 5,722,960
SFSF Stimulus, Ed Jobs - Acton share (est)
Subtotalfor StateAid Revenues $ 10,803,252 $ 13,471,832 $ 12,091,858 $ 12,019,785
A11 else = General Govt Aid, School Lunch, Police Career Incentive, veterans Benefits, state owned land, Exemptions, LIbraries

Waterfall Plan - increased TownMeeting
StateAid revenuesfrom - FY11 - FY11 - Final
January 27, 2010ALG Reduce 5% Voted State
Assumption from H2 Budget
Amount of increase $ 1,288,607 $ 1,216,533

Step 1 - School debt $ 300,000 $ 988,607 $ 916,533

Step 2- Ameliorate cuts $ 700,000 $ 288,607 $ 216,533

Step 3 - Allocate to taxpayer $ 500,000 $ - $ -

Step4-Allocate to reserves $ 400,000 $ - $ -

Step 5 - Ameliorate cuts

r ~

Steps 1 and 2 Completed and presented to Annual Town Meeting
Step 3 will be completed as part of the tax-setting process in December 2010.

Town Meeting
- FY11 - FY11 - Final

Reduce 5% Voted State
from H2 Budget

Step 3- how much is available to allocate to taxpayer? $ 288,607 $ 216,533

Less shortfall in local receipts — $150,000 $ 138,607 $ 66,533

New funds available from
SFSF, EdJobs (see attached
detail memo from Acton/AB
Schools)

Acton - SFSF $27,704
Acton - Ed Jobs Grant $353,078

Acton’s share of AB SFSF $29,485
Acton’s share of AB Ed

Jobs Grant $370,083

Subtotal $780,349
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Christine Joyce

From: Steve Ledoux

Sent: Tuesday, November 16, 2010 3:39 PM

To: Christine Joyce

Subject: FW: Draft Fincom Point of View for FY12

Steven L Ledoux
Town Manager
472 Main Street
Acton, MA01720
Telephone (978) 929-6611

When writing or corresponding, please be aware that the Secretary of State has determined that most email is a
public record and, therefore, may not be kept confidential.

From: MABAshton@aol.com {mailto : MABAshton@aol.com]
Sent: Wednesday, November 10, 2010 5:06 PM
To: Board of Selectmen; Acton Public School Committee; Steve Ledoux; Steve Mills
Cc: Finance Committee
Subject: Draft Fincom Point of View for FY12

Dear Members of the School Committees and Board of Selectmen, Town Manager Ledoux, and
Superintendent Mills,

Last night the Finance Committee discussed the attached draft of our Point of View for the
FY12 budget and voted in favor of the following motion:

That the Finance Committee adopt the... .First Draft Point of View with Respect to Budget Planning for
FY2012 (the “FY 2012 Point of View”) and, further, that the FY2012 Point of View be transmitted to all
relevant interested parties, as determined by the Chair, with an invitation to comment.

Through our discussion, we concurred that the complete document represents a breadth of
opinions on the budget that are held by the Finance Committee members. We’d welcome your
response to our Point of View before our next meeting on Tuesday, November 30, when we
expect to finalize and distribute more broadly to the public.

In the past, the POV has focused on the current year (FY12) and contemplated the potential
revenues, requirements of the bottom line budgets, and appropriate use of reserves. This
year, however, the unresolved funding for the Waterfall Proposal agreed to as part of the FY11
budgets has overshadowed this clarity. As a result, we have incorporated language to resolve
the issue as part of the construct of the FY12 budgets in order to insure taxpayers that their
interests are represented fairly.

11/16/2010
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To be precise, $500,000 of tax relief is the target to fulfill promises to the voters at Town
Meeting which were implicit in the plans we presented and the budgets that were approved.
I would be remiss if I did not underscore the growing disappointment among my colleagues
with the handling of the Waterfall proposal. As one of our members stated last night,
“Everyone has received what they expected from the Waterfall except the taxpayer.”

We will look forward to hearing your discussion at your next meetings and welcome questions
you have in the meantime.

Mary Ann Ashton
Chair, Acton Finance Committee

11/16/2010



Townof Acton FinanceCommittee
11/9/2010

FY2012FinanceCommittee Point of View with Respectto the 2012BudgetPlanning Process

Background

Intent
U This memorandumis intendedto describetheTownof ActonFinanceCommittee’sPointof View

with respectto planningforthe FY2012Town andSchoolBudgets.
U As with prior FinComPointsof View, we invite commentsbackfrom therelevantoperatingboards

andadministrators.

TheOverall Economy
U While the economyis technicallynot in arecession,growth is anemic. Thecurrentmacro-economic

climateis trendingneutrallyata low performancelevel.
U Despitethe technicalityof notbeingin arecession,financialpressureon householdsis intense,

arisingfrommultiplesourcessuchas highunemployment,longunemployment,foreclosures,reduced
incomes,reducedhoursof incomegeneratingactivity,declininghomevalues,sharplyincreasing
healthcarecosts,continuingrapidgrowthin collegeexpensesandflat-level fundingof Social
Security,to namejust afew.

U Jobsarethe numberoneissue.For thelastthreemonths,thenationalunemploymentratehasbeen
9.6%. Thelasttimethe ratewas below9% wasApril 2009,17 monthsago. Therecovery,while in
progress,will bemuchslowerthanwehaveseenwith otherrecessions.

U Therearesomepositivesigns,if abit hidden.Consumerconfidenceis low but hasbouncedoff the
bottomandis choppilytrendingup. Consumerdebthasdeclinedoverthelasttwo years,as
householdsperformthe heavylifting of aligning debtlevelswith reducedincomes.

U Also, inflation is not amajor factorin our currentdeliberations,anddeflationis beingattackedright
now by anaggressiveFederalReserveprogramof purchasingsecurities.

U Giventherecentpolitical eventson the nationalstage,it is highly unlikely thatthe sameformsof
“stimulus” thatbolsteredstateandlocal revenuesoverthelasttwo yearswill continue.

U Althoughthenationaleconomyis experiencingsignsof recovery,localgovernmentswill continueto
lag behindby 12 to 18 monthsandwill bethelastsectorto emergefrom recession.

StateofMassachusettsFiscal Picture
U Overall, thepicturehasimprovedfrom lastyear,butbudgetpressuresremainintense.
U Thesize of thebudgetdeficit atthe Statelevel for FY2012 is commonlytargetedto be in therangeof

$2 billion.
U Thelatestresultson thereferendaweremixed, with theeliminationof the salestaxon alcohol

(approximately$125 million per year)beingapproved,but thereductionin theoverall salestax
(approximately$2 billion peryear)beingrejected.

U Somerecentmonthover monthDoRreportshaveshowedbetterthananticipatedresults,which is
exactlythe oppositeof lastyearatthistime.

U Pressureon all CherrySheetrevenueswill beintenseasthe Stateattemptsto maintainChapter70
schoolaidatcurrentlevels. Theutilization of anyremainingfederalstimulusmoniesatthe local
levelwill not completelyoffsetthispressure,especiallyin specialeducationandtransportation.

U Historically, whenthe statebudgetis strained,municipalfinancesaredisrupted.
U (Pleaseseeattheendof this POV an up to datechart,entitled “Changein GDPvs. Changein State

Aid” for somehistoricalperspective.)



A Commenton FY2OJ1

Lastyear,duringatime of greatvolatility in staterevenueprojections,theFinanceCommitteeproposeda
policy nowknownas theWaterfall, whichtheBoardof SelectmenandSchoolCommitteesvotedto
approveandwasusedas partof thepresentationatTown Meeting.

To our greatgoodfortune,revenuescamein far in excessof expectations.TheWaterfallpolicy mustbe
implementedthis yearto providetaxpayerreliefas all Boardsagreedlastspring. Amplerevenuesources
arein placeandmustbe allocatedproperlyprior to the settingof thetax ratein December.If for some
reason,theWaterfallpolicy doesnotgetimplemented,despitethe availabilityof funds,theremaining
amountcalculatedanddueforpropertytaxreliefshouldbetakenoff the top beforeallocationsaccording
to the split.

PointofView withRespectto Acton‘s FY2012Budget

CurrentReservesAssumptions
Thefollowing assumptionswith respectto reserveswereusedin creatingthis document.

Reserve
Amounts from FY2O11
POV (for ReferenceOnly) Approximate Amount for FY2012

Free Cash $2.3 million $4.7 million
NESWC Fund Balance $4.3 million $2.4 million
NESWCEnvironmental
DamagesFund

N/A (not brokenout
separately) $1.0 million

E&D $1.0million

$1.44million (Acton’ s share,
includingadditionaltransportation
aid forFY2O11)

OverlayUndeclaredSurplus $1.275million $0
Allocation of FreeCashfrom
OctoberSpecialTownMeeting N/A ($0.316)million

Total Reserves $8.875million $9.224million

Therearesomeotheratypicalsourcesof restrictedfundsthatshouldbenoted:

ARRA FederalGrant
EduJobsGrant

$540k(Acton’s share)
$698k(Acton’s share)

Additional Sourceof Funds Approximate Amount

Total Additional Sourcesof Funds $1.238million

The HealthInsuranceTrustremainsin strongshape.Thelatestreportis as follows:
1. On a modifiedcash-flowbasis,FY201 icontinuesto be agood year.
2. Thetrustis runningapositivevarianceof $500,923.
3. A draftauditfor FY2O1Oshoweda smalloperatingloss,modestlyexceededby investment

income,resultingin aslight increasein net assetsto $2.96million.
4. Exclusiveof Incurredbut Not Recorded(IBNR) expenditures,thetrusthasover20% net assetsas

aproportionof expenses.



TheCurrentStateofActonFinance
U Thefinancialmanagementof theTown andSchoolsis well respected,as manifestedby theAAA

bond ratingfrom Standard& Poor’sRatingsService.
U TheTown of Acton’ s overallfinancial positionis strong,dueto prudentcostandexpenditure

controls.
o The slateof majorcapital investmentsoccurredin thelate90’s andearly00’s, somajor

infrastructureis in goodconditionandcapacityis adequatefor expectedfuture needs.
o The continuinginvestmentvia CommunityPreservationAct fundingis arelief valvefor

whatotherwisemight increasepressurefor capitalinvestment.
U With respectto the balancesheet,Actonis in strongshapewith substantialreserves.Balancesheet

sourcesof cash,suchasfreecash,E&D andNESWCfund balancescontinueto providelatitudewith
respectto financialdecisions,although,with anexpecteddeficit of $2.0billion in staterevenuesanda
an expectedhalt to federalstimulussupports,thislatitude is andwill beunderpressure.

U It is worthnotingthat theschoolsystemhasreceivedextraordinarycashinflows sinceour POVof
last year($‘s areall Acton’s share):

o Chapter70 fundingincreaseover initial budget: +$1,216k
o Onetime adjustmentof TransportationAid +$ 491k
o ARRA FederalGrant 4 541k
o EduJobsGrant 4 698k
o Total SchoolRevenuesAbove Expectations +$2,946k

U With respectto theincomestatement:
o Revenuefrom propertytaxesremainssteadywith no majordelinquencytrendsappearing.
o With respectto Feescollected,we areawareof no materialchangein trend.
o Costandspendingcontrol is acontinuousfocus.Eachoperatingentity is managing

budgetsvery conservatively.
o TheFinComhasconfidencethatthe administrationsof theoperatingentitiesunderstand

themagnitudeof thecurrentfiscal problemsandwill vigorously takethe appropriate
actionsrelatedthereto.

Overall FY2012BudgetPlanning
U Thefocusfor FY2012mustbeon controlof labor costs.
U Theoperatingentitiesshouldtargeta0%increasein theFY2012budgetover theFY2O1 1 budget,

exclusiveof healthinsurancecosts.
U To be morespecific,the operatingentitiesshouldtargeta0% increasein total laborcosts,exclusive

of healthinsurancecosts. Forpurposesof thisnote,labor costsincludethecostsof built in increases
in compensation,suchas stepsandlanesandretirementbonuses.

U To achievethis objective,theoperatingentitiesmustnegotiatelabor agreementsthatresultin 0%
increasein compensationcosts.The effortsto increasethe shareemployeespayfor healthinsurance
is apositivetrendthat mustcontinue.

U Theoperatingentitiesshouldcontinuestrict hiring restrictions,not payanybonuses,andallow
attritionto reduceheadcountwhereappropriate.

U It mustbeacknowledgedthatservicelevel reductions,includinglayoffs, will benecessaryto meet
this goal.

U Thereis no needfor an operatingoverrideandno otheroverride(capitalor debtexclusion)is on the
horizon.

U Capitalplansshouldfocuson maintainingexistingassetsand,if essential,shouldbe fundedwithin
Proposition2 ½ limits, unlessthedollar costof theessentialneedis simply too large.

U No morethan$2 million in reservesshouldbe allocatedto plug therevenuegapin the budget.
Prudentlythis will leaveapproximately$7.2 million in the primaryreservesof FreeCash,E&D and
NESWCFundBalanceaccounts.



As notedabove,if for somereasontheWaterfallpolicy doesnotget implemented,despitetheavailability
offunds,the remainingamountcalculatedanddueforpropertytaxreliefshouldbetakenoff the top
beforeallocationsaccordingto the split.

Driver Expectations
U Labor Costs. Labor costscomprisemorethanthreequartersof ourtotal budget.

o From2007to 2010,compensationcostshaveescalatedrapidly; in partbecauseof rapidly
escalatinghealthinsurancecostsandin partdueto collectivebargainingagreements
whichweremadewheneconomictimes werebetter.

o For example,atypicalteacherwith a MastersDegreeplus 15 yearsof experiencesaw
their salaryincrease24% from 2007to 2010which is anaverageof about8 % peryear.
Health Insurancecostsescalatedataboutthatsamerate. A typical Police!Fire dispatcher
sawtheir salaryincreaseby 6.5%overthe sameperiodwhich is about2.2%peryear.
Howevertheytoo wouldhaveseenhealthinsurancecostsincreaseat the 8%peryear
level driving up thetotalcompensationcosts.

o The continuingincreasesin laborcoststhat haveoccurredoverthelast severalyearsare
unsustainable.

o The straightfacts are thatourcurrentemployeeswill needto makeachoiceabout
whethertherewill bereductionsin forceor lower overallcompensation.

o Theoperatingentitiesshouldtargeta0% increasein totalcompensation,exclusiveof
healthinsurancecosts.

U Moraleandthe Future.Wemustacknowledgethe extraordinarywork, effort, spirit andcompetence
of ouremployees.Our Town’s successin all dimensionswouldnot occurwithout their capabilities
andsteadywork. TheGreatRecessionandthe constantdrumbeatfor lower compensationlevels
wearon ouremployees.Wemustrecognizetheir discomfortandwork to ensurethattheyunderstand
thereasonsfor thesetight budgets.Further,in thefuture, as in thepast,staffmustbeencouragedto
believethatthecitizensof theTown of Acton will bereadyto supportvery competitivecompensation
levelswhenthe circumstanceschangeagain,as surelytheywill.

U Personnel. Growthin personnelfor bothmajoroperatingentitiesshouldbetied into thesettlements
of labornegotiations.With limited dollarsavailablefor laborcosts,anyincreasein individual
compensationwill needto beoffsetby changesin otherelements,suchas headcount.

U Benefitsadjustment.Of course,benefitsareacomponentof overallcompensation.Broadly
speaking,thebenefitssuppliedto ouremployeesaremorefavorablethanin othercommunitiesto
which webenchmark.Somethinghasto give. Themostnotableareais with respectto HealthCare
reimbursement.Thelevelsthatthe TownandSchoolspayfor employeehealthcaremustbereduced.
EarlyRetirementIncentivefor all employeesshouldbeexaminedandreduced,as this itemis
significantly mis-alignedwith the compensationstructuresof the taxpayingcitizenryandother
benchmarkedcommunities.

U Chapter70 funding is volatile. At this time, local aid allocatedvia the Chapter70 formulashouldbe
budgetedat alevel of 10% lower in FY2012 thanforFY201 1. Thisnumberis aplaceholderat this
time,pendingbetterinformation.

U Healthinsuranceexpense.TheTrusteesof the HealthInsuranceTrustbelievethat underlyinghealth
inflation is runningatabout9%. We do not haveanyinformationto contradictthisassumptionabout
costs,althoughthe Trustitself is in strongfinancialposition. This couldbean areaof savingsas
certaintyincreases.

U Utilities Expense.Utility costsshouldbelevel fundedor reducedthroughenergyefficiencies. Grant
moniesthatbecomeavailableshouldbefocusedon thesegoals.

RevenueSplit
U Any unfulfilled obligationsfor FY2011 tax relief,pursuantto theFY2011 Waterfallpolicy shouldbe

deductedfrom revenuesallocatedto the schoolsanddesignatedto FY2012 taxrelief.



U Else,therevenuesplit in placeshouldbemaintained.
U As alaggingandnagginggeneralprinciple,the “Town” sideof therevenuesplit shouldincreaseover

time. TheFinanceCommitteeshouldtakeon thiscritical issueandmakerecommendationsto the
operatingentities.

CitizenExpectationswith respectto TaxesandServices
U Revenuefrompropertytaxesis ourmoststablesource. At thistime, it is notprudentto considera

taxationlevelbelowthe2 ½% triggerpoint.
U Thetaxreliefcomponentsof theWaterfall publicpolicy shouldbe implemented.
U It is very likely that taxpayerswill faceincreaseddifficulty in payingtaxes,soall abatement

programsmustbe activelyadvertised.
U Similarly, otherTown andSchoolservicesthatcanprovidesupportfor vulnerablecitizens,including

transportationandhealthservices,shouldbehighlightedandmarketedaggressively.
U Citizensshouldbepreparedto experienceservicereductionsin theshorttermas thepoliciesof the

operatingentitiesengage.Similarly, all citizensshouldbeawarethat thecapacityto respondto
requestsnot contemplatedin theannualbudgetwill belimited in orderto preserveflexibility
necessaryto accommodatethe changingeconomicpicture.

Change in GDP vs. Change in State Aid
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